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SUBJECT: Enpl oyers Notify Enployees O Federal Earned Incone Credit/Leg Intent To
Study Tax Preparer Fees Charged For Filing Cains For Earned Inconme Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED April 5,1999 STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BILL

This bill would require that every California enployer that provides unenpl oynent
insurance to their enployees shall notify their enpl oyees of each enpl oyee’s
possible eligibility for the federal earned incone credit (EIC).

This bill also would provide that it is the intent of the Legislature to study
the fees charged by tax preparers to prepare a claimfor the federal EIC.

SUMVARY OF AMENDMENT

The April 13, 1999, anendnment revised the notification provision regarding the
EICto require that the enployer notify the enpl oyee upon his or her initial
enpl oyment and al so within one week of the distribution of the enployee’s annual
wage summary, unless the enpl oyee’ s gross wages exceed the EIC gross incomne
limtations. The amendnent al so added a provision requiring the enployer to
process Form W5 for advance paynents of the EITC upon the request of the

enpl oyee.

As a result of the April 13, 1999, anendnent the departnent has provided the
i npl enmentati on and technical considerations bel ow

Except for the discussion in this analysis, the departnment’s analysis of AB 1370,
as amended April 5, 1999, still applies.

| npl enent ati on Consi derati ons

Federal |aw already requires enployers to notify enployees of their
eligibility for the EIC, though a notice on the back of the W2 is
considered sufficient to satisfy this notification requirenent.
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ly Bill 1370 (Wesson)
d April 13, 1999
Under this bill, the enployer would notify the enpl oyee upon his or her

initial enploynent and also would notify the enpl oyee again w thin one week
of the distribution of the enployee’s annual wage sunmary. Under this bill,
the federal notice on the W2 would not be satisfactory. It would seem
potentially burdensone to require an enployer to notify the sane enpl oyee an
additional two tinmes of his or her eligibility for the federal EIC,
particularly for enployers with a |arge nunber of enployees.

The bill would require enployers to provide and process enpl oyees’ forns for
advance ElI C paynents. However, the notice that the enployers would be
required to provide regarding the potential eligibility for the EIC is not
required to nention that the EIC may be received in advance. The author may
wi sh to consider amending the required notice to contain that fact.

Techni cal Consi der ati ons

The bill lists the notice requirement on enployers and the requisite timng
of the notice (at the tine of enploynent and annually) as three separate
subdivisions (a), (b), and (c). Stylistically, it would be nore appropriate
to list the requirenent as subdivision (a), with the two timng descriptions
as paragraphs (1) and (2) within that subdivision.



